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DEPOSITED BY THE 
UNITED STATES OF AMERICA 


INTERNATIONAL WHEAT AGREEMENT, 1956 


TUESDAY, JULY 3, 1956 


Unitep States SENATE, 
CoMMITTEE ON ForEIGN RELATIONS, 
Washington, D. C. 

The committee met, pursuant to call, at 10:30 a. m., in the com- 
mittee room, United States Capitol Building, Senator Walter F. 
George (chairman) presiding. 

Present: Senators George, Fulbright, Sparkman, Mansfield, Smith 
of New Jersey, Langer, Knowland, and Aiken. 

Senator MANsFIELD. The committee will come to order. 

The first witness will be Mr. Marvin L. McLain, Assistant Secretary 
of Agriculture, who will discuss the International Wheat Agreement, 
1956. 

Mr. McLain, will you proceed. 


STATEMENT OF MARVIN L. McLAIN, ASSISTANT SECRETARY OF 
AGRICULTURE; ACCOMPANIED BY GORDON FRASER, ASSIST- 
ANT ADMINISTRATOR, FOREIGN AGRICULTURAL SERVICE AND 
A. A. GARTHOFF, GRAIN§DIVISION, COMMODITY STABILIZA- 
TION SERVICE, DEPARTMENT OF AGRICULTURE; AND THOR- 
STEN V. KALIJARVI, DEPUTY ASSISTANT SECRETARY OF STATE 
FOR ECONOMIC AFFAIRS, ACCOMPANIED BY L. I. HIGHBY, IN- 
TERNATIONAL RESOURCES DIVISION, JOHN J. CZYZAK, ASSIST- 
ANT TO THE LEGAL ADVISER, AND F. KIRLIN, CONGRESSIONAL 
LIAISON DIVISION, DEPARTMENT OF STATE 


Mr. McLain. Mr. Chairman, and members of the committee 

Senator MansFietp. Mr. McLain, .do you intend to read the whole 
statement? 

Mr. McLarn. I believe it would be better; I will read it rapidly. 
It covers things pretty completely. 

Mr. Kalijarvi, who represents the—— 

Senator MANSFIELD. We have a good deal of business before us, 
and I believe the committee would appreciate your condensing this, 
and we will put the whole statement in the record. 

Senator Lancer. I would like to have it at least summarized. 

Senator MANSFIELD. It will be summarized. 

Mr. McLarn. I am not sure what points you would be interested 
in, here. We will be glad to do it whatever way you suggest. 

Senator MAaNsFIELD. You have been handling the subject; so you 
ought to know what the high points are and, if there are any doubts, 
we will ask questions. 
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Mr. McLain. Fine. This is a continuation of two agreements 
that we have previously entered into, and negotiations started for 
this one last fall. 

This meeting was called by the United Nations, incidentally. 
Prior to the time that we went to Geneva to discuss the renewal with 
other countries, we contacted the various farm organizations and 
other interested people in the wheat business in this country, as well 
as several of our State colleges, and we have practically unanimous 
agreement from them that we should proceed with negotiations for 
a new agreement. 

The first agreement, of course, ran for 4 years and the current one 
runs for 3 years, taking it up to the end of July of this year. 

We appreciate the opportunity of promptly getting this before you 
because the time is very limited, as I am sure your people here under- 
stand. Part of the delay was caused because of the need or call for an 
extra session in London after the Geneva meeting for some of the 
countries to get added instructions, 


RASIC DIFFERENCES IN NEW AGREEMENT 


Now, the basic differences in this agreement from the previous ones 
that we have had are not many. The maximum and minimum price 
ranges have changed just 5 cents, down 5 cents on the maximum from 
$2.05 to $2, and with the minimum down to a dollar and a half. 

The length of the proposed agreement is 3 years, which is the same 
as the one we are just completing. 

The countries included are just a little bit different in that we have 
Argentina and Sweden in on the exporters’ side, which brings countries 
into the agreement which account for about 90 percent of the total of 
export movement of wheat in the world, That is on the export side. 

Now, practically all of the major importers, with the exception of the 
United Kingdom, also have shown that they desire to participate and, 
as you know, the United Kingdom in the current agreement did not 
participate. The British were in the first one and dropped out there- 
after. They have reasons for staying out, and if you are interested in 
what their reasons are, I will be glad to comment on that. 

Senator Lancer. I would like to have that reason, if you could 
explain it to us, 

Mr. McLarn. Of course they feel that there is ample wheat in the 
world, and that there is not much need, from an importer’s standpoint, 
of tying themselves to an agreement with a minimum price in it when 
they feel that there will be plenty of wheat for them, whether we have 
the agreement or whether we do not have. They have the feeling 
also that the agreement has had a tendency to strengthen world wheat 
prices which, of course we feel is very desirable from the standpoint of 
our producers and from the standpoint of our economy as a whole. 

Quite naturally the United Kingdom, being an importer, has a 
little different view on that, and I don’t think we should criticize 
them too much for that. 

Also another reason is that while their wheat trade since the war 
had been under Government control, and up until recently, it now has 
been turned back to the trade, and the trade itself, in the United 
Kingdom—and I have become very well acquainted with some of its 
representatives—just would rather not bother, because they feel frankly 
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that they could make more money if they were not involved in the 
agreement. 

Senator Lancer. Three years ago there was a nickel difference in 
the price. 

Mr. McLain. That’s right. 

Senator Lancer. What is the reason this year, the difference in 
price? 

Mr. McLarty. No; they indicated they were not interested. 

Senator Lancer. They wanted to stay out? 

Mr. McLarn. Yes, sir. 

Now, let’s see: I mentioned the maximum and minimum. The 
importing countries are much the same with just minor exceptions as 
in the previous agreement. 

There is one added thing in this agreement that was not in the other 
one, and that is the permission to discuss problems involving the 
world wheat situation; and also internal wheat policies are specifically 
barred from any decisions being made that will affect them. In other 
words, all of the countries have agreed that each one of them should 
have the right to determine what their own internal policies as regards 
wheat should be, and this agreement prohibits anything that would 
in any way interfere with that. 

Now, it does permit a discussion of those policies, but it has been a 
decision of the executive branch of our Government, that we probably 
should not—I will not say “probably’’—it has just been said that we 
should not discuss internal policies of other countries, and this reser- 
vation has been put in. If at a later date we feel it advisable because 
of our concern oak uneconomic production of wheat in other coun- 
tries to recommend to the Executive that we be permitted to discuss 
internal policies, we might desire to consider that with other agencies 
of our Government. 

Now, I think that, in brief, covers it, unless you are interested in 
the amounts. 

DECREASE IN QUANTITIES COVERED 


The quantities are down from about 395 to 303 million bushels. 

Now, the reason these are decreased is very obvious when you sit in 
these international conferences. The importers all feel that there 
are ample supplies of wheat and there is nothing to be disturbed about 
in the next 3 years, and they will be able to get all of the wheat they 
want, so naturally they are not desirous of upping their quantities 
any more than they have to. I think we all recognize that the major 
exporters, including Australia, Canada, and the United States, have 
followed the policies that wheat sold outside the agreement shall not 
be sold at discount from wheat that is sold under the agreement. We 
have to follow that policy. 

Senator Lancer. It prevents dumping? 

Mr. McLain. That is right. 

Senator Lancer. Has Mr. Stevens, of General Mills, been con- 
sulted? 

Mr. McLarn. Yes; he was emphatic in wanting the agreement 
renewed. 

Senator Lancer. He knows all about the agreement? 

Mr. McLar. Yes, sir. 

Senator Smita. Might I ask if there is any opposition here in the 
United States to the agreement? 
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Mr. McLarn. Not to an agreement. We have had some sugges- 
tions made from some people in some of our State colleges that maybe 
we ought to have a different type of agreement than we have had 
heretofore, but we have had not one word from anybody who knows 
anything about the wheat industry, processors and others, who has not 
been in favor of having it renewed. 

Senator Smira. Would this agreement have any possible effect on 
any State laws? 

Mr. McLarn. No, sir. 

Senator Smirx. No difficulty there? 

Mr. McLarty. No, sir. 

Senator KnNowLanp. Why was a 3-year period picked out? [ 
notice on page 8 here, where it says: 

The duration of the 1956 agreement is 3 years—the same as the prior agreement. 
Very few of the negotiating countries other than the United States were inclined 
to consider any shorter period. 

Mr. McLatn. Well, Senator Knowland, most countries felt that 
this renegotiation process is quite a lengthy and expensive thing for 
a lot of countries, and the pattern of course was that the first agree- 
ment was 4 years, the one we are currently in is 3 years. We felt 
that it might be desirable to have it less than 3 years, but other coun- 
tries were unanimous that it ought to be for at least 3 years, and we 
gave in on that point. I do not think there was any particularly 
compelling reason why we wanted to shift it to less than 3 years. 
The first agreement was for 4, and the second one for 3. We felt 
maybe the world wheat situation at the end of another 2 years might 
be brighter, but I think that might be optimistic, in view of the fact 
that we are carrying over about a billion bushels of wheat—the United 
States, that is—which is over a year’s possible domestic and export 
requirement. 

Senator Langer. Well, I take it that the fact that Great Britain 
doesn’t join in will not weaken us in the European picture? 

Mr. McLarn. We think not. Of course, we strongly hoped that 
the United Kingdom would participate in the agreement, because we 
associate closely with them in most other things, but we did not, of 
course, bring any pressure on them. They stayed out of the current 
agreement and did not buy wheat at any more favorable price. 
Canada supplies the United Kingdom most of the wheat and they 
have one price, the same outside and inside the agreement, as also is 
the case with us, so while we would have much preferred to have had 
the United Kingdom in, I do not think we will be affected if they are 
out. This was demonstrated under our current agreement. 

Senator KNow._anp. When was the agreement signed? 

Mr. Garruorr. May 18 was the closing date for signing. 

Mr. McLarn. The closing date is July 16. 

Mr. Gartruorr. That was for ratification. 

Mr. McLain. Yes; the closing date for ratification is July 16. 


COST OF AGREEMENT TO THE UNITED STATES 


Senator Smiru. I have a few questions here, which have been trans- 
mitted to me, which it is thought should be in the record. 

The first is: What amount will it cost the United States, what will 
we have to pay in terms of export subsidy; and, second, in terms of par- 
ticipation in the International Wheat Council? 
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Mr. McLain. Now, the cost of the subsidy——was that the first? 

Senator Smirn. Yes. 

Mr. McLain. The estimated cost of the program, for the first 
vear, 1956, is 70 cents per bushel, which is the approximate cost for 


the current crop year. We have not attempted to estimate the cost 


beyond the first year, because of the uncertainty as to selling prices 
which will need to be established in order to remain competitive in the 
world market. In addition to the payments to exporters covering 
the exportation of wheat and flour, there are costs of administering 
the export program which are estimated at $190,000 per year, or about 
1.4 mills per bushel. During the 7 years of the 2 agreements, the 
program administration has averaged 1.2 mills per bushel. 

Senator Smiru. That probably requires some impleme nting legis- 
lation to authorize the payment of those subsidies, of course? 

Mr. McLain. That is night. Of course, we will follow with imple- 
menting legislation immediately after the ratification, if we get it 
ratified. Those bills are already being advanced. 

Senator SmiruH. Now, the other question was: What would the 
agreement cost the United States in terms of participation in the 
International Wheat Council? 

Mr. McLain. $27,500 is the estimated annual contribution to the 
operating costs of the Wheat Council, but not including expenses to 
send delegates to Council sessions. 

Mr. Kauigarvi. May I interrupt? The State Department esti- 
mates about $33,000 a year on the average for both contributions to 
the Wheat Council and United States representation in the last 
several years. 


ADVANTAGES AND DISADVANTAGES TO UNITED STATES PARTICIPATION 


Senator Smira. Now, two more questions: What benefits accrue to 
the United States from participation in the agreement? The other 
question is, What would be the disadvantage of not participating? 

Mr. McLain. I think that the advantages that accrue to the 
United States are that it has a tendency to stabilize the world wheat 
price and, of course, as you know, the world wheat price is consider- 
ably below our domestic price because of our price-support activities. 
Of course, anything that we think we can do as taxpayers and pro- 
ducers to support the world price, as long as other countries are 
interested in doing the same thing, I think is to our advantage and to 
the advantage of the world. 

It is interesting to note that most importing countries, as well as 
the exporting countries, do not desire to see a low world price for 
wheat because it can have serious repercussions on their exchange in 
many cases, and it is almost unanimous as a feeling among all par- 
ticipants, that it does have at least this one advantage of stabilizing 
the price of wheat and keeping it from completely collapsing under 
supply conditions as they are currently. 

Now, your second question was—— 

Senator Smita. What would be the disadvantage if we just did 
not participate at all? 

Mr. Mclain, I think we could well see a collapse in the world: 
wheat prices in Canada and the United States did not in some way 
prevent that from happening, because we, along with Australia, 
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pretty much set the pattern as to world wheat prices. The Inter- 
national Wheat Agreement gives us a good instrumentality with 
which to do that. I think you could say that we could well have a 
serious decline in world wheat prices which would, of course, make it 
much more costly for the United States taxpayers because that would 
further widen the spread between our domestic price and world price, 
and would add to the subsidy that we would have to pay to export 
wheat. I think most of vou recognize that we have no choice but to 
export from 300 million to 400 million bushels of wheat if we are e going 
to survive as an important wheat-exporting nation. 

Senator Smirn. Canada is staying with us, even though Britain 
is not? 

Mr. McLain. That is right; they are very enthusiastie about 
having the agreement continued. 

Senator KNowLanp. What advantage would this have over a 
bilateral agreement with Canada? 

Mr. McLatn. I would prefer that Mr. Kalijarvi, of State, answer 
that 

Mr. Kanigarvi. Canada and the United States are both- exporting 
countries. This agreement includes importing countries as well. We 
might regularize our relationships with respect to exportation, but 
the guaranteed market aspect would be absent under an agreement 
with Canada, because importers would not be included. We are 
both producers and we are the major producers in this agreement. 


COST TO OTHER PARTICIPATING COUNTRIES 


Senator KNowLanp. Are there any figures to indicate what other 
countries are required to put up under this agreement, what their 
costs are? 

Mr. McLain. The cost of running the agreement is divided accord- 
ing to the quantities that countries have in the agreement; that is, 
the amount is pror: ated among countries on the same basis for export- 
ing and importing countries, respectively. 

Senator KNOwLAND. | mean, are there any comparative figures to 
those you gave us of the cost to the United States. 

Mr. McLain. We could furnish that, Senator Knowland. I don’t 
believe we have it broken down’ by countries, what the actual costs 
are. It is on the same percentage as the wheat that they have in 
the agreement, and of course we are the major exporters in the agree- 
ment. Therefore, we pay a larger percentage, of course, because we 
are the major exporter. 

Senator KNowLanp. Would you get those figures and put them 
into the record? 

Mr. McLain. Yes, sir, we will. We will get that. 

(The following information was supplied.) 





INTERNATIONAL WHEAT AGREEMENT OF 1956 7 


t Contributions to costjof Wheat Council administration, crop year 1955-56 


Importing countries: Importing countries—Con. 
Austria } _. $1, 288. 00 Liberia $11. 20 
Belgium ___- . 3, 348. 80 Mexico 2, 060. 80 
Bolivia 565. 60 Netherlands 3, 474. 80 
Brazil kg 1, 853. 60 New Zealand 823. 20 
Ceylon_.. +. _.-- 1, 442. 00 Nicarazua 50. 40 
Costa Rica_ ---- ; 179. 20 Norway 1, 184. 40 
Cuba... _- aad : 1, 038. 80 Panama 117. 60 
Denmark : 257. 60 Peru 1, 030. 40 
Dominican Republic 142. 80 Philippines 1, 215. 20 
Ecuador oes 336. 00 Portugal 1, 030. 40 
Egypt j sivecd 5d tp ae Saudi Arabia 361. 20 
El Salvador___ 103. 60 Spain _- ; 1, 288. 00 
Germany . 7, 725. 20 Switzerland 1, 106. 00 
Greece d ; 1, 803. 20 Union of South Africa 1, 853. 60 
Guatemala _- 179. 20 Vatican City 78. 40 
Haiti sire. ; wr 257. 60 Venezuela 876. 40 
Honduras a 103. 60 Yugoslavia 515. 20 
Iceland an ; 56. 00 rire 
India ’ 5, 149. 20 55, 090. 00 
Indonesia ; 876. 40 ———— 
Ireland : 1, 416. 80| Exporting countries: 
Israel x Se 1, 159. 20 Australia 6, 277. 60 
Italy Pie : 515. 20 Canada 21, 352. 80 
Japan 5, 149. 20 France___ 44. 80 
Jordan. __ : ‘ 411. 60 United State 27, 414. 80 
Korea_ et iG 207. 20 — 
Lebanon : : 386. 40 55, 090. 00 


DISCUSSION BY COUNCIL OF WORLD WHEAT SITUATION 


Senator KNowLanp. Now, on page 5 of the message of the Presi- 
dent of the United States, Executive I, 84th Congress, 2d session, in 
the letter of the Secretary of State, there are these paragraphs which 
I want to call to your attention, and get some further explanation of: 


There has been added to the new agreement a provision (par. 7 of art. XIII) 
authorizing the Council to study any aspect of the world wheat situation and to 
sponsor exchanges of information and intergovernmental consultations with 
respect thereto. The Council may also make arrangements with the Food and 
Agriculture Organization and other intergovernmental organizations, as well as 
with governments not parties to the agreement but having a substantial interest 
in wheat trade, for cooperation in these activities. Associated with these provi- 
sions is a clause expressly reserving to member countries “complete liberty of 
action in the determination and administration of their internal agricultural and 
price policies.”’ 

This new provision affords a means for member countries acting through the 
Council to become fully informed about the wheat situation on a world basis. 
The provision is permissive, leaving it to the Council to determine whether and 
to what extent it would wish to pursue such activities. It would be at the option 
of the individual member countries whether to participate, and participation by 
all members having an important stake in the agreement would clearly be con- 
sidered necessary for such activities to have significance. It is the intention of 
the Executive Branch not to participate in discussions of the internal wheat 
policies of importing and exporting countries. The emphasis is on study of the 
world wheat situation and there is an express reservation in subparagraph (b) 
by member countries of liberty of action with regard to internal policies, which 
would have the effect of precluding undue preoccupation of the Council with the 
national policies of individual countries. 


Was there any activity or discussion at the meeting that. this 
should be mandatory instead of permissive in character? ; 
Mr. McLain. No. I think most countries recognize that internal 
policies must be left to the judgment of their own governments, and 
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certainly we conveyed that position, because, in the first place, it 
would be impossible to do otherwise; and, in the second place, the 
legislative bodies of each countrv make the determination of what the 
internal polic ies are, and it would be fatal to try to tie a thing like 
that into this type of agreement. So there was, I would say, almost 
unanimous opinion on this point that the Council should not itself 
try to dictate what the internal policies of any country were to be. 

Senator KNow.anp. Of course, this is an agreement being ratified 
by the Senate and we get into some constitutional questions. What 
[ would like to know, however, or at least have some discussion of 
is this. Keeping in mind some of the constitutional discussions that 
have been going on, suppose the Senate were to ratify this, and then 
at some future date the Executive should vote, with the other parties 
to the agreement, to get into the internal policies of any country 
how far would that be binding on the governments concerned once 
they have given their permission? 


PROHIBITION ON INTERFERENCE WITH INTERNAL POLICIES 


Mr. McLarn. Well, of course, there is prohibition in the agreement 
itself against oaty anything that would interfere with the domestic 
internal policies. That is an absolute prohibition. The only point 
at issue is a. matter of discussion of the world wheat situation, 
which the provision does authorize. It is pretty difficult to discuss 
the world wheat situation without somebody at sometime saying 
something about what somebody’s internal policies are. The impor- 
tant thing is that there is an absolute prohibition in the agreement 
itself, which you quoted right at the last, which says nothing can be 
done that would interfere with domestic policies 

Senator KNowLanp. This is in the S Secretary ’s letter. Do you 
have the language in the agreement itself? 

Mr. McLain. Yes. 

Senator KNowLanp. Could you read that into the record at this 
time to show what that prohibition is? 

Mr. McLain. This is on page 28 of the copy of the agreement 
which you have there before you, and it says: 


b) The exporting and importing countries reserve to themselves complete 
liberty of action in the determination and administration of their internal agri- 
cultural and price policies. 


Mr. Kauisarvi. May I add something there, Senator? 

This particular point was under considerable discussion among the 
executive agencies, the CFEP had responsibility for determining a 
negotiating position for the United States delegation. CFEP was 
very much concerned about our not opening the way for any executive 
type of agreement without a say-so on the part of the United States 
or on the part of Congress. It was also very much concerned about 
the possibility of getting in to new forms of international commodity 
agreements, They felt it was necessary to incorporate this statement 
which has just been read and they felt that it protected us against 
any such eventuality. 

Senator KNow.Lanp. For the record, would you translate ‘“CFEP” 
for those who may not know what those initials stand for? 


Mr. Katisarvi. Council of Foreign Economic Policy, that is the 
so-called Dodge Council. 
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Senator KNowLaNnp. There is no question whatever in the minds 
of the negotiators, and on the face of the record, that there is complete 
control over our domestic policy, specifically reserved in the Gov- 
ernment? 

Mr. McLain. Absolutely, we would not have had any part 

Senator KNowLaNnpD. By no margin of a two-thirds vote or any- 
thing else can that be changed, that is an absolute 

Mr. McLarn. An absolute reservation, right. 


CONSEQUENCES OF FAILURE TO RATIFY 


Senator LANGER. For the record, would you state what would 
happen in the event the agreement was not ratified? 

Mr. McLarty. Of course, Senator Langer, I am not a prophet, but 
[ think it could well have some serious repercussions with our Can- 
adian friends and Australian friends, and a few others that feel that 
wheat is one of their major export commodities. This also includes, 
incidentally, Argentina, which has just become a member now, under 
the new regime, and they feel that the world price of wheat ought not 
to be permitted to collapse. 

Senator Lanaxsr. In other words, you- 

Mr. McLarn. I imagine we would resist any collapse of world 
wheat prices, but I am certain it would be much more difficult to do 
it without an international agreement. 

Senator LanGeEr. I| agree with you fully, but I wanted that for the 
record, that we would have Canada then competing against the 
United States and the Argentine competing against Canada and so 
on down the line. 

Mr. McLain. It could very easily happen unless there was very 
wise handling of the affair. And, of course, we would try to do 
everything that we could to prevent that, even if it were not ratified; 
but certainly it would be easier to do it with the agreement. 


COOPERATION AMONG EXPORTING COUNTRIES 


The CuarrMan. Senator Aiken, do you have any questions to ask 
on this matter? 

Senator Arken. How does the agreement itself differ from the 
previous agreements? 

Mr. McLain. The maximum and minimum have changed a little. 

Senator AIKEN. $2 and $1.50? 

Mr. McLain. Yes; and the differences Senator Knowland raised 
were the only other major differences. 

Senator Aiken. What was that? 

Mr. McLain. On a study of the world wheat situation and internal 
policies, which is permissive. That is, discussion of the world wheat 
situation, but with the absolute prohibition against doing anything 
about domestic policies. 

Senator Arken. I see; thank you. 

Mr. McLarn. There is one other difference, Senator Aiken. Argen- 
tina and Sweden are two new exporters in the agreement which brings 
countries into the agreement which supply about 90 percent of the 
wheat moving in international trade. 

Senator A1kEN. France is still alive in the export group? 
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Mr. McLain. Yes, sir 

Senator Arken. And Turkey? 

Mr. McLarn. Canada, the United States, Australia, France. 
Sweden, and the Argentine. 

Senator Aiken. Do you think because of the wheat agreement that 
Canada, Australia, and the United States work closer together on 
exports of all wheat, not only ineluding the wheat exported under the 
agreement, but other wheat exports as well? 

Mr. McLarty. I am sure of that. I am sure there is no question 
about it. 

Senator A1kEN. In other words, we have got in the habit of working 
together. 

Mr. McLain. That is right. 

Senator Lancer. I notice that Russia sent some wheat to India 
awhile ago. In your opinion, how long will it be before Russia will 
be seriously competing with the United States on that? 

Mr. McLain. Senator Langer, there have been many, many groups 
visiting over there, and a group from the Midwest visited Russia last 
year. I think it could be said that they have quite a potential for 
many things, but whether they develop the potential, I think that is a 
question; and of course I am sure you would agree that they are going 
to do all they can to produce all they can, because most countries are 
doing that. I think we have no way of knowi ing precisely how much 
they are going to expand, but certainly have the desire to do it. 


SUBSIDY COSTS 


Senator Arxen. I think, Mr. Chairman, we would be much better 
off to continue any agreement than we would be not to. I can see 
nothing to be gained by getting out of it. The subsidy costs of wheat 
sold under the agreement are about the same as the subsidy which 
you allow for wheat sold to countries that are not in the agreement? 

Mr. McLain. They are identical, currently. That is right. 

Senator ArkEN. About 60 cents now? 

Mr. McLain. It varies, 60 to 70. 

Senator Lancer. What did this program cost us last year? 

Mr. McLain. In the form of export subsidy? 

Senator Lancer. Yes; if you have it. 

Mr. McLain. The program for the year just closed cost around 
$143 million, that is, the subsidy cost. 


Senator Arken. And does not include the nonagreement wheat? 

Mr. McLain. That is right. 

Senator AIKEN. Is that the highest cost? $150 million; isn’t it? 

Mr. McLatn. No; we have had it up as high as $178 million. 

Senator Arken. Yes; but that was when Great Britain was in. 

ee McLain. I was looking at the figures in the bushel column; 
s $105 million for the current year, and the highest cost in any 1 

year was $178 million. 

Senator ArkeNn. That is when Great Britain was in the agreement? 

Mr. McLain. That was in the year 1950-51. 

Senator Arken. Great Britain was in then? 

Mr. McLain. Yes; she was in the agreement. 


Senator Aiken. The total overall cost of export subsidies has not 
varied too much, has it, over the years? 
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Mr. McLain. No; and of course the cost for exporting wheat 
might be greater if we didn’t have the agreement. The lower the 
world price of wheat went, of course the more the subsidy would 
have to be if we continued our domestic policy. 

Senator ArkEN. That’s true. 

The CHatrMAN. Are there any further questions that any of the 
members of the committee wish to ask? 

Senator Fulbright? 

Senator Futsrieutr. No, Mr. Chairman. 

I have always voted for this program. The only criticism I have 
ever had was that it was separate from the other agricultural programs. 
It always seemed to me that it should be closely coordinated with the 
other programs, and each segment of agriculture not be handled 
separately. I don’t know what the Senator from Vermont thinks 
about that. I don’t think we should be in a position, that is, of cotton 
or rice seeking any special favor, nor do I think wheat should. | 
think they should all be treated somewhat alike. They have similar 
problems, and I think it would strengthen the influence of agriculture 
overall, and the economy and our political life if we did. 

[ think that agriculture comes in for unfair criticism on this ground 
of getting handouts and subsidies when we treat commodities indi- 
vidually. 

Nothing is ever said about what we do for the manufacturers or 
what we do for the watchmakers or steelmakers and so on down the 
line. Yet people generally feel that it is only agriculture which is 
getting a handout. 

Senator A1rkEN. There is no doubt but what a lot of things are 
charged up to agriculture that ought to be charged up to some other 
program. 

Senator FuLsricut. I want to record clear; | do not oppose the 
program, if it helps agriculture, and I think it does, and I am for it. 
I think it would improve our general situation if it was consolidated 
with an overall agricultural program. 

Senator Lancer. Mr. Chairman, | think we ought to have in the 
record just exactly what this program has cost us each year from its 
inception. 

Mr. McLarty. We will be happy to furnish the figures you desire 
on the cost of the wheat agreement program. 

The CuarrMan. I suggest you might put that in. 

Mr. McLain. Yes, sir. 

(The information referred to is as follows:) 
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Cost of the International Wheat Agreement wheat and wheat-flour export payment 
program and United States contributions to Wheat Council administration costs 





‘ a 
| Contri- Unit cost per bushel 
| Program bution |___ es eee oe 
Fiscal year Bushels Export | adminis- | to Wheat 
exported | payments | tration Council | Export | Program| Wheat 
| costs | payments! adminis- | Council 
| tration cost 
eusnliniesti en a ‘ oan | ont nade - pond |_———___—_|—____ 
1949-50 141, 432, 488 $77, 794, 567 27, 650 $0.55 | $0.00091 | $0. 000195 
1950-51 265, 778,793 | 178,179, 517 | 22, 780 | 67 | .00072 . 000086 
1951-52 | 254, 626 | 166, 928, 526 , 934 655 | . 00095 . 000070 
1952-53 223, 703,897 | 125, 865, 268 , 312 .563 | 00133 | . 000082 
1953-54 133, 343,884 | 58, 696, 561 , 800 .440 | 00188 | 000200 
1954-55 131, 567, 381 98, 482, 077 192, 430 26, 233 . 749 | . 00146 | . 000199 
1955-56 (through | 
Apr. 30) ; | 81, 656, 446 56, 941, 925 143, 107 27,415 . 697 . 00175 . 000350 
Total !. | 1, 282, 270, 515 762, 888, 441 1, 448, 752 167, 124 . 619 . 00118 . 000137 


Including transactions projected to the end of the 1953 agreement, July 31, 1956, the bushels exported 
total 1,295 million, and the export payments total $811,500,000, or an average cost per bushel of 62.7 cents, as 
quoted in the statement of Assistant Secretary McLain. 


Senator Futsrieut. If I may enlarge on that, you mean in addition 
to the administrative costs and so on? 

Senator Lancer. Every dollar it has cost so far. 

Senator FuLsricut. Those ought to be kept seperate. 

Mr. McLain. Yes. 

Senator AiKkEN. If you are putting in the cost of the wheat, you 
ought to have the cost of it as nonagreement wheat and agreement 
wheat. 

(The information referred to is as follows:) 


CCC wheat and flour export programs outside international wheat agreement 


| 

| Difference between 

domestic and export 
Fiscal year Bushels | prices on CCC 

price-support wheat 

sold for export 


1953-54 ; L : seas 45, 801, 583 $26, 087, 494, 30 
1954-55 a . Ao 1 7 — 67, 147, 665 | 49, 574, 934. 33 
1955-56 (through May 31, 1956) ae 60, 783, 696 40, 786, 232. 03 





Total ain Sc inesialihhietas-«shheideel 173, 732, 944 116, 448, 660. 66 





The amount shown as the difference between domestic market price and export 
price is restored to CCC as a part of the annual restoration of capital. In addition, 
quantities of wheat move or have moved into export under the provisions of titles 
I and II, Public Law 480, 83d Congress; under the Pakistan Wheat Act, Public 
Law 77, 83d Congress; and under the Famine Relief Act, Public Law 216, 83d 
Congress; but the total costs involved in these exportations, not otherwise re- 
covered, are appropriated under the provisions of those acts, and the difference 
between domestic and export prices on such exportations are not computed. 


The CHarrMan. What percentage of the wheat produced is repre- 
sented now in this agreement, for export? I mean, what percentage 
of the export wheat. 

Mr. McLarty. We estimate this current year we just closed or are 
closing, that we will have exported 340 million bushels, and of that 
amount about 130 million are under the agreement. A big share of 
the rest of what we have exported, has gone to agreement countries 
under such programs as Public Law 480 which we do not permit to 
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be qualified under the agreement because, as specified in the law, 
Public Law 480 sales are to be additional to normal so we don’t 
permit them to be recorded under the agreement. 

Senator Lancer. You didn’t give the percentage the chairman 
asked for. 

Mr. McLain. Well, 130 out of 340. 

The CuatrMan. If there are no other questions by any of the 
committee members of the witnesses 

Senator Lancer. That percent also includes flour? 

Mr. McLarty. That is right. 

The CuarrMan. Mr. Kalijarvi, did you have something to add? 

Mr. Katiyarvi. Mr. Chairman, I have a prepared. statement. 
May I have it inserted in the record? 

The CuatrmMan. Do you want to tell us anything extra about it? 

Mr. Katriyarvi. No; the points I had in my statement have been 
covered, and there would be no purpose in that. 

The CHarrMAN. Very well, that may be done. 


(The prepared statements of Mr. McLain and Mr. Kalijarvi are as 
follows: ) 





STATEMENT BY Marvin L. McLain, Assistant SECRETARY OF AGRICULTURE, 
CoNCERNING THE INTERNATIONAL WHEAT AGREEMENT OF 1956 


Mr. Chairman and members of the committee, thank you for the opportunity 
to appear before you in support of the International Wheat Agreement of 1956. 
Also, thank you for granting this hearing so promptly, notwithstanding that the 
matter of ratification was referred to the Senate only recently and so late in this 
session of the Congress. There were 49 other countries involved in the negotiat- 
ing of this agreement, at a time when conditions were not particularly conducive 
to negotiations, with the result that negotiations were prolonged and could not be 
concluded sooner in order for the agreement to come before you for consideration 
at an eariler date. I have said that conditions were not conducive. At a time 
when the world stocks of exportable wheat are at a very high level—a condition 
under which purchasing countries have minimum necessity for-insuring sources 
of supply for their wheat import requirements—it is perhaps even surprising that 
the importing countries displayed the genuine interest that they did in continuing 
the 1953 agreement. At the same time, the United States and other exporting 
countries were not inclined, notwithstanding the supply situation, to make 
significant price concessions for at least three reasons: (1) Wheat growers did not 
favor lower prices; (2) exporting countries wanted to avoid, or in our own case 
minimize, export subsidy costs; (3) there was no evidence that a lower level of 
world prices would move more wheat without damage to exports of other grains. 
In view of the circumstances, the ultimate success of the wheat agreement negotia- 
tions would seem to represent a signal manifestation of a wide spread belief 
among nations in the principle, and value, of international cooperation in the world 
marketing of wheat. 

The United States was a member of the wheat agreements of 1949 and 1953. 
The latter agreement, which expires July 31, 1956, contains a provision directing 
its administrative body, the International Wheat Council, to communicate to 
member countries recommendations regarding renewal or replacement. The 
Council requested the Secretary General of the United Nations to convene a 
conference to consider this matter. Two sessions took place in Geneva, and later, 
negotiations were completed on April 25, 1956, in London. 

Before participating in these negotiating sessions, we proceeded to get an 
appraisal of the benefits of membership from agricultural leaders and export trade 
groups: 

The President’s National Agricultural Advisory Commission, with mem- 
bership from 17 States, meeting in session, endorsed United States participa- 
tion in the negotiations with a view to membership. 

The Commodity Credit Corporation Advisory Board, also meeting in 
session, gave it approval. 

The Feueetiin Farm Bureau Federation, approved of participation in 
negotiations. 
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The Farmers Union and the National Grange, respectively, at their annual 
meetings adopted resolutions strongly recommending United States partici- 
pation in renewal negotiations. 

The National Association of Wheat Growers recommended participation 
in negotiations looking toward extension of the agreement. 

The National Council of Farmer Cooperatives and the National Federation 
of Grain Cooperatives recommended extending the agreement, 

The North American Export Grain Association and the National Grain 
Trade Council endorsed United States participation in renewal discussions. 

The committee on agriculture of the Millers’ National Federation, and 
the Soft Wheat Millers Association, both supported participation in negotia- 
tions for renewal. 

The opinion of men in the following representative agricultural colleges 
was obtained: 

Agricultural Experiment Station, Purdue University 
Food Research Institute, Stanford University 
Institute of Agriculture, University of Minnesota 
Kansas State College 

New York College of Agriculture, Cornell University 
North Carolina State College 

North Dakota Agricultural College 

State College of Washington 

Although a few had some reservations as to principle, the agricultural 
colleges all advocated continuation of the agreement in view of existing con- 
ditions, with the exception of one which did not favor extension of the 
existing type of agreement but did advocate a new IWA of much wider 
scope dealing with national wheat policies and programs, and surplus disposal. 

In addition to receiving advice before attending the first International Con- 
ference, as I have just outlined, before our delegation went to the second session, 
representatives of the farm and trade groups already mentioned (and one addi- 
tional, the Grain and Feed Dealers National Association), met with us and gave 
more detailed advice relating to participation, price range, quantities, and dura- 
tion. Also, at this stage, the chairman of the Senate Committee on Agriculture 
and Forestry arranged an informal meeting at which we received the benefit of 
their views on the points at issue in the International Conference. 

The result of the negotiations, is the agreement which was transmitted by the 
President to the Senate on June 12, 1956, and which is now before you in Senate 
Document Executive I. With the single exception of one provision, relating to 
the study of the world wheat situation, there are no significant changes in the 
text as compared with the 1953 agreement, other than changes relating to price, 
quantities, and membership. The importing countries at the Conference intro- 
duced a considerable number of proposed changes which, in our opinion, would 
have weakened the agreement. These were all successfully opposed by the 
United States delegation and ultimately withdrawn by the importers. 

The exporters which have signed the 1956 agreement are those which were in 
the existing agreement—Australia, Canada, France, and the United States—and 
two new ones, Argentina and Sweden. 

The importers named in the 1956 agreement are the same as those in the 
existing agreement, except Iceland, and with the addition of Columbia. Subse- 
quent to the conclusion of negotiations, developments indicate that Iceland 
intends to accede to the new agreement after it has come into force, but that 
Colombia will not become a member. Also there is some information to the 
effect that Ceylon may not become a member. 

Ten importing countries failed to sign the agreement. These are Colombia 
and Ceylon, which I have just mentioned, and eight others: Cuba, Haiti, Hon- 
duras, Indonesia, Jordan, Saudi Arabia, Spain, and Venezuela. 

Representatives of these eight importing countries did not receive authoriza- 
tions from their governments in time to enable them to sign the agreement within 
the prescribed period. All were members of the 1949 and 1953 agreements and 
it is a reasonable assumption that they will accede to the agreement after it comes 
into foree. 

At the outset of the second negotiating session the United Kingdom delegation 
announced that its Government had reached a decision not to participate in the 
new agreement. It will be remembered that the United Kingdom did not join 
the 1953 agreement. The reasons given at Geneva for nonadherence to the new 
agreement were (1) that the disposal of existing surpluses was not linked to the 
agreement, (2) that it does not deal with excess production; (3) that it does not 
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deal with efforts to increase consumption; and (4) that there is no effective provi- 
sion to insure free movement of prices. Upon hearing the United Kingdom an- 
nouncement, the other importing countries at the Conference met as a group and 
forthwith issued a public statement, that it was their purpose to resume im- 
mediately the negotiation with the exporters of a new agreement notwithstanding 
the decision of the United Kingdom. In the same statement the importing coun- 
tries reaffirmed their support of the agreement provision which states that ‘ex- 
porting and importing countries reserve to themselves complete liberty of action 
in the determination and administration of their internal agricultural and price 
rolicies.”’ 

: The United Kingdom decision precluded improving the agreement by the inchi- 
sion of this block of world trade. Also, due to the abundance of current supplies 
of wheat, and other factors, the remaining importing countries were very reluctant 
to place sizable quantities in the agreement. The issue of quantities was given 
great emphasis by the United States delegation and every effort was made to 
obtain larger quantities. The total quantity named in the agreement is approxi- 
mately 303 million bushels, of which the United States part is roughly 132 million. 
This is less than the 196 million which the United States has in the current agree- 
ment, but it is more in line with actual United States sales under the agreement, 
which in 1954—55, were 139 million bushels, and which are estimated for 1955-56 
at $132 million. 

The portions of the overall quantity in the agreement which are indicated for 
the added exporting countries of Argentina and Sweden, and for France which 
in the preceding agreement had but a token quantity, represent aggregate quanti- 
ties specifically put forward by importing countries as the part of their guaranteed 
quantities which they intended should cover proposed purchases from those new 
exporters under the agreement. The aggregate of all other quantities put into 
the agreement by importing countries was divided among Australia, Canada, and 
the United States on the basis of the proportions which exist in the current agree- 
ment. This gives the United States 49.8 percent of the combined total for these 
three countries—Australia, Canada, and the United States. The United States 
percent of the overall total for all 6 exporting countries is 43.6. The prospect of 
Argentina and Sweden being in the new agreement goes a long way toward com- 
pensating for the smaller quantities in the agreement, for although the agreement 
total represents only about 31 percent of world trade in wheat, yet the 6 exporting 
member countries export—inside and outside the agreement—90 percent of all 
wheat moving in world trade. It is not unreasonable to suppose that these ex- 
porting countries may coordinate their selling policies outside the agreement with 
those under the agreement to a degree which would exert considerable influence 
on the entire 90 percent of world trade. 

There are currently in existence bilateral agreements covering wheat, between 
the Argentine Government and governments of several importing countries. The 
Argentine Government did not consider it feasible to bring this trade into the 
agreement during the negotiating stage. However, at the concluding session of 
the Conference, the Argentine representative made an official statement on behalf 
of his Government. He stated that it is their earnest desire to cooperate fully, 
without reservation, in all efforts at the international level in order to make their 
full contribution to the stabilization and organization of world wheat trade. He 
reported that his Government already was engaged in studies with the object of 
placing their commercial exchanges on a new basis, in accordance with the inter- 
national economic policies followed by those countries which believed in the 
practice of free trade. The Wheat Conference understood from his statement, 
and stated in its closing press communique, that negotiations were proceeding 
between Argentina and the individual countries with which bilateral agreements 
now exist, with a view to bringing these quantities within the scope of the Inter- 
national Wheat Agreement. 

The maximum and minimum prices in the 1956 agreement are $2 and $1.50, 
respectively, for the basic grade of wheat—No. 1 Manitoba Northern—at the 
same basing point as in the prior agreement, Fort William-Port Arthur, Canada. 
These prices represent a reduction of 5 cents both at the maximum and at the 
minimum from prices in the prior agreement. From 1952-53, when the 1953 
agreement was negotiated, to 1955-56, selling prices under the agreement have 
declined in the neighborhood of 30 cents per bushel, whereas the reduction in 
prices in the 1956 wheat agreement has been held to 5 cents. 

The current equivalent, at United States gulf ports for example, of the basic 
maximum price of $2 (which equivalent takes into account current ocean-freight 
rates) is $2.14. However, this is for the basic grade—No. 1 Manitoba Northern. 
Current selling prices of United States wheat take into account the point in the 
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price range at which the basic grade is selling, as well as quality and other com- 
petitive differentials for the classes and grades of wheat being sold. 

The duration of the 1956 agreement is 3 years—the same as the prior agreement. 
Very few of the negotiating countries other than the United States were inclined 
to consider any shorter period. 

The Department’s program which implements United States membership in 
the wheat agreement is designed to enable commercial exporters and millers to 
purchase wheat at domestic market prices and to sell the wheat or wheat-flour 
product, at prices consistent with the agreement price range, to purchasers in 
IWA importing countries, in competition with other exporters in the world mar- 
ket. Insofar as possible, practices and procedures applicable to ordinary com- 
mercial exports are permitted and encouraged. Under the program an exporter 
in the private trade negotiates a sale of wheat or wheat-flour with a buyer in a 
wheat-agreement importing country, in the knowledge of export payment rates 
which are publicly announced by the Commodity Credit Corporation daily. The 
exporter reports the sale by telegraph to the CCC, receives confirmation of ap- 
proval under the program within a few hours, accomplishes the exportation, and 
collects the export payment from an office in his area upon presentation of evi- 
dence of sale and proof of export. 

During the 7 years of the 1949 and 1953 agreements, projected to the end of 
the current agreement on July 31, export payments have totaled approximately 
$811 million on 1,295 million bushels of wheat. The average payment rate per 
bushel under the first agreement was 61 cents and under the 1953 agreement 66% 
cents, or an average for the 7 years of 62.7 cents. The reason for the slightly 
higher cost in the 1953 agreement is that selling prices under the agreement de- 
clined somewhat more than the decline in domestic market prices. The selling 
level was necessary in order to successfully compete for a full share of world trade. 

In September 1953—the second month of the current 3-year agreement—world 
prices of wheat outside the agreement fell below the agreement maximum price. 
Naturally, prices under the agreement declined likewise, since trade is obtained 
by competition within the agreement price range just as it would be obtained 
competitively outside the agreement. Since the agreement maximum price ceased 
to operate as a ceiling for selling prices, and the IWA selling prices and other world 
prices were at the same level, one viewpoint might be that the implementation of 
membership in the wheat agreement, insofar as export payments themselves are 
concerned, resulted in no additional cost to the United States. This is not to say 
that the funds appropriated by the Congress to defray the payment of 66% cents 
per bushel do not represent very real costs to the Government, but the point here 
is that there would have been involved a similar cost in accomplishing the exporta- 
tion of the same quantity of wheat in the absence of a wheat agreement—the 
prevailing domestic market prices, and prices in world competition being what they 
were. There is considerable justification for the further viewpoint that in the 
absence of price stability afforded by the agreement, the selling prices of wheat 
in world markets might well have gone much lower, with a corresponding increase 
in the cost of the United States export payments necessary to sustain exports. 

The cost of the export program for the first year under the new 1956 agreement is 
estimated at 70 cents per bushel, which is the approximate cost for the current 
crop year. We have not attempted to estimate the cost beyond the first year 
because of the uncertainties in forecasting the level of domestic market prices and 
the selling prices which will need to be established in order to remain competitive 
in the world market. In addition to the payments covering exports of wheat and 
flour, costs of administering the export program are estimated at $190,000 per 
year or about 1.4 mills per bushel. During the 7 years of the 2 agreements, pro- 
gram administration has averaged 1.2 mills per bushel. 

The agreement is administered internationally by a Wheat Council composed of 
member countries of the agreement. Votes are divided equally between exporting 
countries and importing countries with each group having 1,000 votes. The 
United States voting power will be in the same ratio that the United States 
quantity bears to the total quantity. As the agreement is written, the United 

States would have a total of 436 votes. An Exeeutive Committee is appointed 
by the Council to direct current activities. For 1955-56, the membership of the 
Executive Committee was made up of representatives of Australia, Benelux, 
Canada, Egypt, Germany, India, Japan, Mexico, New Zealand, South Africa, and 
United States. 

The costs of the Wheat Council and Secretariat are defrayed from contributions 
of member countries on the basis of degree of participation in the aggregate quan- 
tity. The cost to the United States has averaged around $27,500 for each of the 
3 years of the 1953 agreement. 
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I have mentioned that there is one provision in the 1956 agreement which was 
not in the earlier agreements. This is paragraph 7 of article XIII, which makes 
it permissive for the Wheat Council to study any aspect of the world wheat 
situation and to sponsor exchanges of information and intergovernmental con- 
sultations relating thereto. Associated with this provision is a clause expressly 
reserving to member countries “complete liberty of action in the determination 
and administration of their internal agricultural and price policies.’”” Notwith- 
standing the safeguard concerning liberty of action, it is the intention of the 
executive branch not to participate in_discussions in the Wheat Council of the 
internal wheat policies of importing and exporting countries. However, these 
policies—particularly where uneconomic production of wheat is involved—are of 
vital interest to the United States, and the Department’s concurrence in the 
decision not to participate in discussions does not mean that it may not recom- 
mend reconsideration in the executive branch, should it occur at some future 
time that the course of action taken by other countries in the Wheat Council 
points to positive benefits to the United States if it were to participate. 

The agreement will come into force, if instruments of acceptance or notification 
of an intention to accept the agreement, are deposited not later than July 16, 1956, 
by governments responsible for at least two-thirds of the guaranteed quantities 
of importing and exporting countries, respectively. Failure of the United States 
to accept the agreement by July 16 would mean that it could not automatically 
come into force. 

In conclusion I will summarize the reasons why we commend this agreement to 
you for your approval: 

1. The prospect that the agreement may for the first time include all the 
major world exporters of wheat except Turkey and Uruguay. 

2. The degree of stability afforded by the price range, and the psychological 
effect thereof on the prices of all wheat in world trade. 

3. The agreement provides a useful point of contact between the United 
States and importing countries which are potential buyers of United States 
wheat. 

4. The agreement provides a natural and continuing point of contact be- 
tween the United States and other major exporting countries, which is of 
particular value in view of other United States disposal programs and their 
effect upon international relations, and the need for maintaining understand- 
jing and equilibrium. 

5. The agreement affords an internationally accepted structure within 
which the United States may operate its export subsidy program on wheat 
and flour. 

6. Continuation of the agreement has strong support in farm organizations 
and industry and other agricultural advisory groups. 








STATEMENT OF THORSTEN V. Katisarvi, Deputy AssIsTANT SRURETARY OF 


State FoR Economic AFFrarirs, CONCERNING THE INTERNATIONAL WHEAT 
AGREEMENT 


The Department of State supports the ratification of the new International 
Wheat Agreement by the Senate. This agreement would extend for another 3 
years the cooperation in international marketing of wheat as provided by the 
1949 and 1953 agreements, the latter of which terminates on July 31, 1956. The 
agreement has been a stabilizing factor in the world market and it is considered 
wise to continue its life as an insurance against possible disruption of the world 
market with attendant adverse economic effects and deterioration of relations 
among friendly countries. 

The State Department participated in the negotiations because of its responsi- 
bility for the foreign relations of the United States. The Department of Agri- 
culture, however, carried the principal burden because of its responsibility for 
domestic agricultural programs and their relation to the agreement. The primary 
domestic agricultural interests, namely farm organizations, wheat producers, and 
the wheat-flour export trade, along with representatives of Congress have been 
consulted. The President’s Council on Foreign Economic Policy gave careful 
consideration to United States participation in the Wheat Conference and passed 
upon the negotiating position of the United States delegation. 

Discussion at the Conference was actuated by a strong sense of the importance 
of this type of cooperation, under present world conditions—a conviction which 
persevered in spite of the great difficulties encountered in reaching agreement on 
the major issues of quantities, prices, and duration. 
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In the wheat negotiations of the thirties and early forties a commodity agree- 
ment to bring supply and demand into balance had contemplated control of virtu- 
ally all wheat moving in international trade and containing commitments by 
member countries. Nonmember governments, however, were reluctant to 
commit themselves on domestic policies and the worldwide participation required 
to insure the complete success of such an agreement could not be achieved. The 
multilateral-contract type of agreement evolved in 1947 and 1948 and put into 
effect since 1949 took account of these limitations. Experience shows it can be 
operated successfully, at the same time that it leaves member countries free in 
the conduct of their domestic production and price policies. Discussions at the 
United Nations Wheat Conference of the 1956 agreement again brought out that 
the participating countries, although aware of the mounting world wheat surplus, 
are not prepared to make commitments concerning domestic production and 
price policies. It was recognized that adjustments in domestic policies to assist 
in bringing the world supply and demand into balance had domestic social and 
political implications for each country and could only be effected voluntarily 
without interference from any international body. 

Nevertheless, the availabilitv of wheat at reasonable prices from the exporting 
countries under such an agreement constitutes an inducement to importing coun- 
tries to avoid uneconomic production. It is true the wheat agreement has not 
prevented the expansion of wheat production in importing countries since 1949. 
It is noteworthy that the expansion has been largely the result of technological 
advance rather than the expansion of acreages in wheat and has been directed 
principally as restoration of production lost during World War II and at keeping 
pace with population increases. World trade in wheat continues at a level much 
higher than prewar and as high or higher than when the 1949 wheat agreement 
came into existence. Ending the agreement would create uncertainties concern- 
ing availabilities and prices. In the long run such action would encourage and 
accelerate production programs in importing countries aimed at self-sufficiency, 
which would reduce United States outlets for wheat. 

The guaranteed purchases initially assumed by the importing countries in the 
present agreement are materially smaller than in 1953. The effect has been to 
reduce the scope of what has been called the “‘insurance policy’’ feature of the 
agreement, that is the market guaranteed to the exporters at the minimum 
price and the supplies guaranteed to the importers at the maximum price. The 
fact, however, that the United States quantity represents almost 44 percent of the 
total is felt to be of positive importance, since it constitutes recognition in principle 
of a sizable export market for United States wheat. The United States quantity 
also represents in itself an important guaranteed commercial market if the price 
should go to the minimum. 

The alternative to some internationally agreed price range for wheat moving in 
international trade is not the regulation of price solely by the law of supply and 
demand. Even if it were possible to recreate a free market situation, the present 
world supply conditions would produce ruinous export prices for the producer. 
It is clear that our interests are best served by working with friendly countries 
in this matter. It is also clear that such cooperation is most effective and most 
acceptable if pursued on a multilateral basis with participation of both exporting 
and importing countries, 

Although the price range observed in the agreement applies only to the quantity 
of wheat committed as guaranteed sales and guaranteed purchases thereunder, 
and does not bind members as regards prices in transactions not recorded under 
the agreement, the three large exporters in the present agreement—Australia, 
Canada, and the United States—have sold wheat outside the agreement at the 
same prices as within it. Thus the going price under the agreement has been 
applied directly to about two-thirds of workd tonite, and indirectly influenced the 
export prices of supplying countries not party to the agreement. With Argentina 
and Sweden as exporter members in a new agreement and with France included 
on more than a purely nominal basis (as was the case in the 1953 agreement) 
exporting countries would participate in the new agreement, which together have 
accounted in recent years for about 90 percent of world exports. The new agree- 
ment could thus serve hereafter as an even more effective price-stabilizing factor 
in the world market. 

It is regrettable that the largest world importer, the United Kingdom, withdrew 
from negotiations of the 1956 agreement as it did from the 1953 agreement. 
Experience, however, has shown that the agreement can stabilize the market 
without British participation. Imports of the United Kingdom from the export- 
ing countries party to the agreement have continued as before and at the same 
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prices as those paid by member countries of the agreement. It would be possible, 
of course, for the United Kingdom to accede to the agreement after it enters 
into force. 

The agreement is devised so as to minimize interference with normal trade. 
Member countries are able to determine what means they will employ to carry 
out its terms and the extent to which private traders will conduct the business. 
It places no restriction on trade in wheat outside the agreement. 

The new agreement contains a provision enabling, but not directing, the Wheat 
Council, to study any aspect of the world wheat situation and to sponsor ex- 
change of information and consultations. This provision is merely permissive 
and any activities under it are dependent upon the wishes of the member countries. 
Each member country has complete liberty of action in the determination and 
administration of its internal agricultural and price policies. 

Since the United States accounts for nearly 44 percent of the guaranteed sales 
included in the new agreement, there is no doubt that failure of the United States 
to ratify would result in its abandonment. The Department of State considers 
the agreement in the best interest of the United States, since it offers a guaranty 
of an important export outlet for wheat at a given price and can serve to stabilize 
wheat prices generally in international trade, thus avoiding unnecessary hazards 
in the field of our foreign economic relations. 

On behalf of the Department, I therefore urge this committee to report favor- 
ably on the President’s request for consent to ratification. 
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